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real estate activity, as shown on our long chart on pages 286 and 287. Let 

us review what we mean by real estate activity. It is the relationship of 
the number of voluntary transfers in the principal metropolitan areas of the 
United States to the number of families in these areas. Each succeeding month 
since last September this relationship has dropped, and it has dropped almost 
continuously since the middle of 1956. 


¥ * HE most startling thing in this report is the continuation of the drop in 


This is the more surprising in view of the changes in financing terms and 
the ease of credit. Hundreds of houses are being advertised weekly in many of 
the principal cities of the United States with no downpayment, and many with only 
nominal downpayments. So far, this has not been able to change the downward 
trend, and it still looks as if the longest real estate boom in the history of the 
United States, the boom that started in 1943 and lasted until 1957, will be fol- 
lowed by a lengthy period of real estate readjustment. 


We expected the index of real estate activity to rise during May. We would 
not have been surprised had it started an upward drift which might have continued 
for 1 or 2 years, similar to that which occurred in 1894 and 1895. That upward 
movement then was followed by a continued drop during 1896, and again in 1898. 


It should be emphasized that the shortest period of real estate readjustment 
in the history of the United States, after a real estate boom, was 63 years. This 
does not mean that real estate activity continued downward below our normal line 
for this period of years. In most of these periods it continued to drop below our 
normal line for 3 or 4 years, and then worked back toward the normal line for 

| a somewhat similar period. 


This should not be confused with selling price, although it undoubtedly has 
some effect on it. The other factors which exert the greatest influence on the 
selling prices of existing properties would be the fluctuations in replacement cost 
and the relationship of the supply of any particular type of property to the current 
demand for it. 


Both new and older properties are holding up in the sales market, insofar as 
price goes. There have been only slight drops in replacement cost, and these 
figures are still very close to the all-time peak. Residential rents on the average 
in the principal cities of the United States are at a new all-time peak. 
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Our sales price index on older properties, as shown on the chart and table 
below, would indicate very little change in the general trend of sales prices. The 
fact that current unemployment and shortened work weeks have not been able to 
depress either rents or selling prices would indicate that the underlying demand 
for real estate is still relatively strong. If the economic situation does not wors- 
en materially, the readjustment in real estate should be relatively mild, unless 
we make the mistake of overstimulating the construction industry. A rapid in- 
crease in vacancy could cause the selling prices of existing buildings to drop by a 
sizable percentage, and could also bring about a drop in residential rent levels. 


You cannot overstimulate the construction industry for a very long period, 
as the economy contains automatic correctives. If vacancy should increase and 
rents drop, the values of older properties would drop to the point where a new 
building was not worth what it cost to build in comparison with the old, and in 
spite of attempted stimulation, construction volume would fall. Before this auto- 
matic correction took place, considerable damage could be done which would 
lengthen and deepen the readjustment. 


All charts which appear in our reports are seasonally corrected. Many real 
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estate activities increase every spring and summer, and decrease during the 
winter months. If our line goes down in May, it doesn’t mean that May is worse 
than April, it means that May did not show the same seasonal improvement that 
it should in comparison with the April figures. The same thing applies even more 
to the residential building figures. Residential building follows a definite season- 
al pattern, and if the uncorrected figures are charted, it is difficult to determine 
trends. If, however, the figures are seasonally corrected, a rising or declining 
trend is apparent on the chart. 


The line showing residential construction on the center spread of this report 
shows that the trend has been slightly upward since February. Whether this rep- 
resents a definite change in trend over the downward movement which has been 
taking place since the middle of 1955, it is still too soon to say. The number of 
applications for FHA financing and for VA guarantees, however, should be en- 
couraging to the building industry for the short-term outlook. 


Interest rates on short-term Government bonds have undergone one of the 
greatest reversals in trend in the relatively recent past. From an interest rate 
of approximately 3-2/3%, they have dropped to a level of less than 1% in a very 
short period. That part of this drop was manipulated does not change its impact 
on general interest rates. Its effect is becoming evident in the recorded mort- 
gage interest rates, as shown on the table below. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 
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.105% Nov. ’57 5.639% 
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et Jan. ’58 5.775 

Feb. '58 5.840 
.363 Mar. ’58 5.821 
.507 Apr. ’58 5.813 
. 501 May °58 5.787 
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It should be kept in mind that recorded mortgage interest rates reflect mort- 
gages which were probably negotiated some time before they were recorded. 
The highest point reached in recent years was in February 1958, with an aver- 
age rate in these cities of 5.84. Each succeeding month since then has shown a 
drop, and we are confident that these drops will continue during at least the next 
quarter. 


The table on page 288 shows vacancy percentages in FHA rental housing proj- 
ects as of March for each year from 1953 to the present. One word of warning 
should be noted in regard to the use of this table. An area in which a great deal 
of FHA rental housing is being built in a short period of time will naturally show 

(cont. on page 289) 














REAL ESTATE & GENERAIg- Bl 
























































































































































- + + + + =" + + + 
= 
> 
- ——s ee f —t —}-_____- + ah _— T 
U 
_ > 
= ; + + rs + 
< | I" 
bh 
v) 
WwW + ‘ 
re > ++» s+ + + 
a ae 
~j | | 
« +30 - + + 4 sil ——__+_— ef - - —}— + + —}- . | 
REAL ESTATE ACTIVITY 4 
NUMBER OF VOLUNTARY TRANSFERS | 
+20—+__+— 1 ‘= = + +—# + + + + + ++ + 
| 
, | 
+ |QOu——_4—_—_+ —__—_ ++ + + + aa —— + +++ 
4 ™ * 
NORMA 
< tt 
= 10 — | / I —— — 
NO. NEW DWELLING UNITS ~~ 
- 20 +— i —L + - ' 
| ’ | é 
| | t 
- 30 T —+—— — + + tt 
| | | 
| 
- 40-+—+ am. a_i | T — + -: — —-+ . en 
| + | | | | ny 
| | 
+ 50+ + + + -—— + a so Le + + + _ + + + + 
| | | i i. 
> | | | | 
- i | | | | T 
> +40 L a | : om a + T +--+ —+ + —+—_— + + 
= i | 
Y | Hy i | 
+ 30-4 + t $f — >. +++ +—_}+—_+—4 
”) i | 
v7 i 
Zz +20;-e+4 | ! = | 
_ + - —+—-+ + + + — + + 
nv | | USINESS ACTIVITY | ! | 
5 | | Cleveland Trust Company il! | ss | 
@ | + 
+1 Oo — —+—____4 ——++ +—+—++ ~ + + . + + + 
T 
| | 
NORMAL 
| | 
-10 —— yu — = 
; - 
L | | ' | 
-20 - ; + -- 7 
) iy ih 
-30} +-— + + - — nv 
if TT : 
40 + é 4 —i 
- t rT T i | 
Nh] Sa at | | 
i] { -_— 
L | f 
Mae Bare me. NS 
i9i7 1920 1925 i930 ™“ 1 | — 1935 
= ia ee _ : 








286 i 















































































































































—>—_———— 
w 
4 w 
" a . J < 
BUSINESS INDICATORS | s § 
Alg- oo 
ee a amar 160 16 120 
Lm | - a + 14015 110 
+p} ——} + 12014 100 
r 4 4 + . ne EP ~ —+— 90 
- = I i , , 4 ™ 80 
4 — a | 70 
—+—+_+ —+—+—+_| 40 60 
| 
Se 1} _ - 20 50 
REAL ESTATE wi : 
ACTIVITY We 2 
| | 
30 
fo Se | 23.79 
T © NEW DWELLING UNITS — . . | 20 
| ‘ | BUILT PER YEAR PER 900 FAMILIES (NONFARM | 
| | | 
—+ M + + + + -——+ +—— + - + +t + I “20 a 10 
a | oe 
4 4 + tot + 4 =o + aaa re) 
| 
Po | 
+ +—}—_—_} + +—_+—+4+_+ —+— + 
' | 
—+-—_—+ | }ité + : —+ 
} | 
| 
+ + + yes ; t aT] t — +. + a 
are | | 
} + 4 - nal | t | ——— 
| BUSINESS a ae | 
ACTIVITY \ a 
6.2 
ya | af 
> . + 4 ” —— —4 ” 
rae F | 
- } j } Li me + oa . + —+——__+____+—_4 
7 ; ¢ > - 
rie a pt ts a5 
- >! x 
's. = ii a ; 
5 a 
Bi I ions ee S| 
—_ 1940 1945 1950 1955 1959 











287 





jects 


1953 - 1958 


& 


= 
— 
a. 
oN 
= 
7) 
= 
=) 
= 
S 
dpe 
= 
@ 
Cc 
aa 
—_ 
Li 
A. 


AS OF MARCH, 


Vacancy Percentages 


by ROY WENZLICK 


Cc 


JERSEY 


NEW 


ALABAMA 


Camden 


NEW MEXICO 
NEW YORK 


Long Beach 
Los Angeles 
Sacramento 
San Diego 


Albany 


Buffalo 


New York 
NORTH CAROLINA 


NORTH DAKOTA 








Cincinnati 
Cleveland 
Columbus 


Oklahoma City 


OREGON 


PENNSYLVANIA 


Philadelphia 


Pittsburgh 
RHODE ISLAND 


SOUTH CAROLINA 
SOUTH DAKOTA 
TENNESSEE 


Knoxville 


Fort Worth 


Houston 


San Antonio 


WASHINGTON 


WEST VIRGINIA 


UNITED STATES 





San Francisco 
COLORADO 


CONNECTICUT 
DELAWARE 


DIST. OF COLUMBIA 


FLORIDA 


Jacksonville 

Miami 

Tampa 
GEORGIA 


IDAHO 


ILLINOS 


Chicago 


Springfield 
INDIANA 
IOWA 


KANSAS 


New Orleans 
Shreveport 


LOUISIANA 
MAINE 


KENTUCKY 


MASSACHUSETTS 
MICHIGAN 


MARYLAND 


Detroit 

Grand Rapids 
MINNESOTA 
MISSISSIPPI 


NEBRASKA 


NEVADA 


NEW HAMPSHIRE 























(cont. from page 285) 
higher vacancy rates than areas in which most FHA rental housing was completed 
some time ago and has had time to acquire a normal occupancy. 


The table would clearly indicate that in most sections of the United States, 
vacancy is not excessive, and there has been no marked increase in vacancy from 
1953 to the present. 


The chart below is an attempt to measure trends of housing surplus over a 
period of years where continuous vacancy figures are not available. Our organi- 
zation subscribes to the newspapers of 45 principal metropolitan areas. We 
count the number of advertisements of places for rent and of persons seeking a 
place to rent. In periods of housing shortage the number of advertised vacancies 
is almost nonexistent, while the number advertising for space is high. 


Our chart starts in 1940, and carries the figures to the present time. During 
this period the number of families in these areas has increased by about 60%. 
We have found that by dividing the number of ‘for rent” ads by the number of 
“wanted to rent” ads, we get an index which compensates for changes in popu- 
lation, and also for local changes in classified advertising. Before this method 
was followed we found difficulty in our index in any city where two newspapers 
combined. Without any change taking place in the housing situation, the number 
of advertisements in that city 


was reduced, as the combined i 
| vvon_.ttends of Housing Surplus 


newspapers hada larger circula- 
ion than either of those that of Rental Units 
were merged. By dividing the 000} $+ 

one type of advertising by the | Hi §i 
other, however, this merger 
made nochange inour index 
line. 
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On the basis of this chart it 
would seem that we donot 
have the ease inthe housing 
situation which we had in 1940 
before our housing shortage de- 
veloped. It indicates that the 
shortage is no longer acute, and 
if we continue to produce hous- 
ing at the rate we have, within a 
period of 2o0r 3 years higher ako te 
vacancy percentages can be ex- 2°) Mental ures 
pected. Itis significant that : 7 
during 1957 and 1958 our sur- ~ 
plus line has advanced as rapid- 
ly as it has. 
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INCREASES IN BUILDING COSTS SINCE 1939 


LOUIS 
June 1958 


SIX-ROOM BRICK HOUSE (FRAME INTERIOR)* 
Content: 23, 100 cubic feet 
1, 520 juare fteet 
Cost 1939: $ 6, 400 
(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $19, 129 
(82. 8¢ per cubic foot; $12.58 per square foot) 
INCREASE OVER 1939 198.9 
For plans and specifications see page 23 of the Wenzlick Building Cost Manual. 
FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 squat 
Cost 1939: $ 5, 440 
(21. 8¢ per cubic foot ‘ t Square foot) 
Cost today: $16, 430 
(66. O0¢ per cubic foot 


Square foot) 
INCREASE OVER 1939 


For plans and specifications s¢« the Wenzlick Building Cost Manual. 


SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic 
1,650 square 
Cost 1939: $ 5, 671 
(23. 4¢ per cubic foot 5 Square foot) 
Cost today: $18, 318 
(75. 4¢ per cubic foot; $11.10 pe square foot) 
INCREASE OVER 1939 
For plans and specifications see page 3 of the Wenzlick Building Cost Manual. 
6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content 12, 119 cubic feet 
92 square feet 
Cost 1939: $ 3,392 
(28.0¢ per cubic foot; $ 3. 42 
Cost today: $10, 293 
(84. 9¢ per cubic foot; $10.38 per square foot) 
INCREASE OVER 1939 203. 4 


per square toot) 


plans and specifications see page 31 of the Wenzlick Building Cost Manual. 


STANDARD BRICK RANCH HOUSE 
Content: 16,250 cubic feet 
840 square feet 
Attached garage - 200 square feet 
Without garage - $12,774 
(78. 6¢ per cubic foot; $15. 21 per square foot) 
Garage - $950 
($4.75 per square foot) 
plans and specifications see page 52 of the Wenzlick Building Cost Manual. 
CONTEMPORARY FRAME RANCH HOUSE 
(Dry Wall) 
Content: 12,285 cubic feet 
1,170 square feet 
Carport - 320 square feet 
Without carport - $13,073 
($1.06 per cubic foot; $11.17 per square foot) 
Carport - $612 
($1.92 per square foot) 


and specifications see page 41 of the Wenzlick Building Cost Manual. 


*Costs include full basement. 














